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THE RETURN OF COMPETITION 


...» Features New England Business Conditions in 1948 


“THE YEAR COMPETITION CAME BACK’’ is the catch-line 
likely to characterize 1948. The cream on consumer 
demand became thinner as the year progressed. More 
customers began to demand better values and more got 
them as quantities of commodities for sale increased. 
Commodities which were considered too high-priced 
piled up in inventories and fewer people purchased 
high-priced services. 

Positive indications of consumers’ efforts to get more 
for their money were revealed in New England depart- 
ment stores. Basement sales in 1948 registered the out- 
standing percentage gains over each corresponding 
month in 1947 and showed gains in May, August, and 
November, even though total net sales were lower in 
those months. The vigorous promotion of women’s and 
misses’ ready-to-wear apparel brought sales response 
after July. Housefurnishings sales in 1948 remained 
above the 1947 level because of the demand arising 
from many new housing units. On the other hand, sales 
of less essential commodities which were not marked 
down dropped below 1947 levels. 

New England vacation business also revealed a simi- 
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lar trend of consumer expenditures in 1948. Receipts 
from tourists and vacationists were about three per 
cent greater than in 1947, but occupancy in lodging 
places was about one per cent less. 

Customers spent 3.5 per cent more money in New 
England department stores during the first ten months 
of 1948 than they did during the corresponding period 
last year. Although dollar purchases increased during 
the year, more and more consumers had difficulty mak- 
ing both ends meet. Pressure from increased living 
costs, instalment payments on previous durable-goods 
purchases, and other financial commitments caused 
people to spend more carefully. 

Demand, meanwhile, exerted a strong inflationary 
influence during most of 1948. There was still a lot of 
money around in the form of liquid assets and a high 
level of personal income. The combined retail price 
index (1935-1939 =100) of the Massachusetts De- 
partment of Labor and Industries rose from 158.3 per 
cent in January to a peak of 164.5 in August and then 
fell to 161.3 in November. The dip is attributable solely 
to a slump in food prices. Clothing, fuel and light, sun- 
dries, and shelter all showed sustained price increases. 

There is continuing evidence that the margin between 
consumer expenses and income available for saving has 
been impaired. New England mutual savings bank de- 
posit balances, which expanded by as much as 11 per 
cent a year during the war period, dropped in October 
1948 to an annual rate of increase of 1.6 per cent. As 
annual dividend declarations can easily account for this 
growth, deposits and withdrawals have come into close 
balance. Time deposits of member banks in this dis- 
trict declined nearly one per cent during the first ten 
months of the year. New sales of ordinary life insurance 
policies in New England were 5.8 per cent lower during 
the first ten months of 1948 than in the corresponding 
period of 1947. 

The tightening pinch on the family purse is also in- 
dicated by the fact that more buyers have been using 
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credit during recent months. The volume of consumer 
credit outstanding at New England commercial banks, 
industrial banks, small loan companies, and Federal and 
state credit unions has expanded considerably since the 
first of the year. Department store sales have continued 
their shift from a cash to a regular charge or instalment 
basis. More collection letters must be sent to obtain 
payments on outstanding accounts. 

New England’s manufacturing industries have shown 
widely divergent effects from the pressure of prices on 
consumer incomes. Civilian demand in 1946 was 
directed strongly toward the rapidly expanded output 
of peacetime nondurable goods. In some lines consumer 
inventories were built up rapidly. Selective adjustments 
became necessary starting in 1947 as one line after 
another emerged into a more normal competitive 
market. The adjustments continued in 1948, and more 
are in store. 

The readjustments which started in 1947 in the soft- 
goods lines began to appear during 1948 in the durables. 
Competitive markets or decreases in demand have 
appeared for such products as small electrical appli- 
ances, hand tools, and machine tools. The larger electric 
appliances have shown continuing strength. Many 
industrial durables in addition to machine tools have 
shown declining backlogs of orders. The continuing 
shortages in steel and other metals, in combination with 
their ever rising prices, led to selective cutbacks in the 
production of some industrial goods. 

As curtailment has occurred in various New England 
industries, expansions in other lines of economic activity 
have taken up the slack. The level of manufacturing 
employment in the region dropped three per cent from 
January to September, off two per cent in the non- 
durable lines and down four per cent in the durables. 
Total nonagricultural employment over the same 
period was up by one per cent, however, as nonmanu- 
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facturing activities expanded more than manufacturing 
dipped. New England industry did not hold up as well 
as in the United States as a whole, where manufactur- 
ing employment rose two per cent in the same interval. 
Durables showed no change, and nondurables were up 
by four per cent. The national rise in nonagricultural 
employment was three per cent. 

New England’s largest and most publicized product 
is textiles. Employment, payrolls, output, and net 
income from operations in the textile industry ran at a 
high rate during the first half of 1948, except for the 
seasonal slowing of woolens in the second quarter. A 
slump in cottons came during the third quarter and 
woolen mills did not experience the anticipated sea- 
sonal rise in September. The lull extended into the 
fourth quarter and broadened as worsted operations 
slackened. The rayon-silk weaving division has been 
the strongest over the entire year, though dyeing- 
finishing has held up fairly well as selective cotton and 
rayon fabrics continued strong. 

Individual textile companies discovered their vulner- 
ability to the squeeze of high operating costs and de- 
creasing sales revenues under seasonal influences and 
consumer price resistance. Operating margins narrowed, 
and net incomes dropped in many instances. Some 
companies did not survive. At the same time, the manu- 
facturing and merchandising skills of numerous other 
companies became more apparent as they were able to 
announce price reductions and maintain employment 
without accumulating inventories. The declines, there- 
fore, were selective among manufacturers as well as 
among the various divisions of the textile industry. 

Where firms cut prices, as in curtains, bedspreads, 
and cotton cloth, consumer demand was bolstered. 
Shifts in styles or the discontinuance of old lines in favor 
of higher-quality lines at the same prices were other 
correctives employed to sustain sales. Where companies 
were unwilling or unable to make price concessions, 
either by direct cuts or by quality improvements, they 
frequently found it necessary to curtail the work week 
to prevent the accumulation of excessive inventories. 

The reappearance of prewar-type competition re- 
vived the arguments over New England’s advantages 
and disadvantages as a textile manufacturing center. 
Regional cost differences have been widely publicized. 
The discussions too frequently overlook the manage- 
ment, employee, and merchandising skills of New Eng- 
land’s producers of specialized products in contrast 


with the advantages of standardized volume production 
in other regions. 


Readjustments Fanning Out 


Readjustments somewhat similar to those in textiles 
have occurred in other New England industries. Con- 
tinued price resistance by consumers has held total 
shoe production to about last year’s level, and cuts in 
prices are beginning to appear. Greater emphasis on 
low-priced and medium. priced shoes is expected to 
have an even greater effect on average prices. 

Supplies of most lines of paper and paperboard 
aught up with demand in 1948, and price increases 
have slowed or have turned into declines. A price war 
has broken out in the corrugated box industry. Lumber 
price concessions to move particular items have become 
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increasingly common. Price and quality readjustments 
for housing similar to those for shoes and textiles seem 
to be getting under way. Many New England jewelry 
manufacturers are attempting to stimulate retail sales 
by shifting production emphasis to less expensive 
costume jewelry. 

Reduction of excessive inventories was another de- 
fensive action taken by New England manufacturers. 
Shoe production was curtailed during the fall months 
by short work-week operations in many factories. Some 
firms have shut down or gone out of business. Cautious 
inventory policies throughout the leather trades have 
produced extensive curtailments in work weeks and 
partial unemployment in the tanneries. Employment 
has been running about ten per cent below 1947 in 
beverage plants. The jewelry industry did not have as 
great a pre-Christmas seasonal employment pickup 
this year. 

Despite inventory corrections, nondurable-goods 
employment in New England dropped less during 1948 
than employment in the hard lines. In the textile field 
rayon weaving has held up well. Women’s apparel 
manufacturing has been rolling along at high levels. 
The total of all food processing has shown a small gain 
over 1947, with particular strength in confectionery. 
The level of employment in printing and publishing has 
been slightly higher than in the corresponding months 
of 1947, Rubber-goods employment in New England 
has been maintained at about the same levels as in 
1947, which is better than in the rest of the country. 
Pulp and paper employment has remained relatively 
stable during 1948. 

A mixed pattern of behavior began to appear in 1948 
in New England’s durable-goods industries. Output 
and employment in consumers’ durables generally con- 
tinued strong, except for small electrical appliances. 
The upward drive of the equipment industries was 
slowed or stopped, and a sidewise movement began. 

The metalworking and fabricating industries of New 
England employed on the average about 600,000 per- 
sons in 1948. They have shown marked expansion since 
1939, when they employed 335,000 persons. The pro- 
duction of machinery and transportation equipment 
has grown more rapidly than that of all other New 
{ngland products. 

In 1948 the national demand for steel has been far in 
excess of supply, even though production has been kept 
close to record levels. Where some customers have faced 
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slackening demand and have curtailed their steel buy- 
ing, others have increased their purchases and there has 
been no decline in total demand. 

For the country as a whole, steel mill operations 
during the 47 weeks ending November 20 increased 
slightly from their 1947 level to 93.8 per cent of capacity. 
In New England, the average rate of steel operations 
declined seven per cent from the 1947 rate to 82.3 per 
cent of capacity. 

The severe shortage of steel scrap and the almost 
four-month suspension of output for repairs by the 
region’s only blast furnace severely handicapped steel 
mills in the area. In addition steel prices rose for some 
mills. They were obliged to pay transportation costs 
greater than those formerly charged from nearby basing 
points or premiums for foreign metals. 

Foundries and machinery-producing industries in 
New England have been affected by the tight situation 
in iron and steel, and there has been curtailment of 
activity in some lines. Production of gray iron castings 
has been declining, and backlogs have fallen sharply to 
about a two months’ business from a six-to-eight month 
level prior to the summer slowdown. This slump has 
been more pronounced on the east coast than in the 
midwest, where the automobile industry is an impor- 
tant customer. In Massachusetts, for the first ten 
months of 1948 employment in these industries was 
four per cent lower than in the similar period of 1947. 


Vachine Tools Quiescent 


Business in machine tools has been disappointing, 
largely because of the slow development of European 
Recovery Program orders. During the first six months 
of the program, European governments were reluctant 
to allocate their dollars to the procurement of American 
machine tools. Exports of machine tools in 1948 have 
been below the 1947 figures. Domestic sales have also 
been lower. In Massachusetts, employment in the ma- 
chine-tool and accessories industry was off 4 per cent 
during the first ten months from the corresponding 
period of 1947. Recently, however, there have been 
increases in foreign orders, both under the European 
Recovery Program and from other sources. Their 
effects will be reflected in sales in 1949. Increased pro- 
curement related to enlarged military expenditures is 
also a possible stimulating factor for 1949. 
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AVERAGE WEEKLY EARNINGS 


Selected Massachusetts Industries 
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Total national production of electrical machinery and 
apparatus was almost the same in the first ten months 
of 1948 as it was in the comparable period of 1947, but 
employment in the industry has averaged 3.5 per cent 
lower than last year. In New England, there has been 
a greater employment dip, with average employment 
running about six per cent below the 1947 figures. 

Sustained firmness in heavy electrical equipment and 
such consumers’ items as television has partially offset 
the growing weakness in electrical appliances. As in- 
creasing numbers of appliances move into buyers’ 
markets, price reductions and improvements in design 
become more necessary to maintain volume. 

Some durable-goods lines were definitely very strong 
during 1948. Construction contract commitments in 
New England during the first ten months of 1948 ex- 
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ceeded those of the corresponding period of 1947. Some 
signs of hesitation developed during the third quarter, 
but heavier commitments for utility, institutional, and 
public construction appear ready to maintain construc- 
tion activity at virtually the same peak levels. 

New England furniture production has continued at 
high levels throughout the year. The decline in demand 
for lower-grade furniture has not greatly affected pro- 
ducers in this region who specialize in the higher grades. 
Lumber production in 1948 has been maintained at or 
above last year’s output. 


Prospects Good in Other Lines 


The production of transportation equipment in New 
England has been strong, and the outlook for 1949 is 
equally promising. The area’s two automobile assembly 
plants enjoy a seller's market along with the rest of the 
industry. There is no sign of a slackening in demand in 
the near future, especially for the popular makes. Steel 
shortages have kept output from rising more rapidly to 
meet the sustained demand. 

Textile-machinery plants in New England have 
operated at capacity during 1948 as both domestic and 
foreign customers continued to buy modern equipment. 
Even though competition has been increasing both at 
home and abroad, the market has remained strong as 
high labor and material costs have stimulated increased 
use of improved machinery. Textile supply houses antic- 
ipate continued good business in 1949. 

The aircraft-manufacturing industry and _ ship- 
building in New England face expanding activity as a 
result of increased Governmental procurement. Con- 
gressional authorization of an enlarged air force in May 
permitted military orders to compensate for declines in 
commercial and personal orders. It is expected that the 
dollar value of shipments will increase through 1950. 

Chemicals and plastics are tapping new markets. 
Output has held up well in New England plants, and 
employment has been stable in 1948 at a level only 
slightly below that of last year. 

Hourly wage rates in New England’s manufacturing 
industries have continued their upward progress in 
1948. Most industrial workers had received third- 
round wage increases by the end of September. The 
effect of the increase was lessened somewhat by shorter 
work weeks, particularly in nondurable goods. 

In September 1948, average weekly earnings for 
manufacturing employees were $52.41 in Massachu- 
setts, $56.33 in Connecticut, and $48.37 in Rhode 
Island. A comparison with January 1948 earnings 
showed an increase of 3.3 per cent in Massachusetts, 
1.2 per cent in Connecticut, and 0.5 per cent in Rhode 
Island. Earnings for the entire country were $54.18 in 
September, 3.9 per cent greater than in January 1948. 

According to the Massachusetts Department of Labor 
and Industries, average weekly earnings were higher in 
September than in any previous month in 1948. The 
bookbinding industry showed the largest increase; 
cotton goods, the largest decrease. Weekly earnings in 
all manufacturing industries except rubber products 
and the beverage and liquor industries have increased 
since a year ago. Average weekly earnings for all manu- 
facturing in Massachusetts have increased 125 per cent 
since December 1939. 
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The course of member bank credit in New England 
during 1948 has generally followed the national pattern. 
A strong loan demand has persisted throughout the 
year and the banks met at least a considerable part of 
the demand. 

In the nation, all member banks increased total loans 
about 3.8 per cent between January and ap end of June 
and in New England the increase was 2.0 per cent. 
Small percentage decreases in onedtbine loans were 
reported both by the banks in New England and those 
in the nation. Total loans were pushed upward by steady 
rises in real estate and consumer credit advances. 
After June the increases in total loans proceeded at a 
more rapid rate but substantially below that reported 
during the same period in 1947. In all areas the rise 
since June was aided by increased business lending. 

Real estate loans and all other loans, principally 
loans to consumers, have shown a steady and practically 
unbroken series of increases from week to week at 
weekly reporting member banks in New England. 
Between January 1 and November 24 both the dollar 
and percentage increases in these loans have been a 
little larger than those reported during the same period 
last year. In the nation these increases have been some- 
what smaller than they were in 1947. In both areas 
rates of increase have diminished since June as com- 
pared with the corresponding period a year ago. 


Commercial Loans Constant 


Commercial loans of New England’s weekly report- 
ing member banks, partly in response to the return of 
more definite seasonal influences, have shown an in- 
crease of less than one per cent from the year end to 
November 24 as compared with a 16 per cent increase 
last year. Between June 30 and November 24, commer- 
cial lending increased about 2.8 per cent. The credit 
extended during the year has little more than offset 
repayments. Business concerns of all sizes and most 
industries have been borrowers. More banks have re- 
stricted advances to their immediate localities, and 
shifts in lending have occurred between industries. The 
machine-tool, textile, and shoe industries have reduced 
their demands for funds. 

The anti-inflation campaigns within the banking 
system, the restrictive influence of the first quarter 
Treasury cash surplus, rate increases on short-term 
Government securities, and increases in required re- 
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serves, as well as mixed price trends, have been among 
the factors which have generally tended to induce 
greater selectivity in lending and investing and have 
probably held down loan volume. These policies of the 
monetary authorities appear to have been restrictive 
rather than contractive in effect. 

In response to the influences of monetary policy and 
to meet at least a part of the demand for bank credit, 
New England member banks made net sales of Govern- 
ment securities. The general portfolio position of the 
banks has been shortened. Holdings of long-term bonds 
have been reduced and substantial increases made in 
holdings of both bills and certificates. Purchases of 
“other securities” — chiefly corporate and municipal 
bonds — continued at about the same (+20 per cent) 
rate as last year. Despite the rise in loans, total loans 
and investments of the weekly reporting member banks 
have been reduced about two per cent from the first of 
the year to November 24 compared with a decline of 
one per cent during the same period last year. 

Commercial banks both in New England and in the 
nation have supplied smaller amounts of credit to the 
mortgage and capital markets during the year than the 
insurance companies. Funding of bank loans with in- 
surance companies or in the securities markets has been 
continued. Savings and loan associations have also 
made substantial commitments in the mortgage field 
and the rate of increase of their commitments in New 
England has exceeded that of the commercial banks. 
Government guarantees have stimulated lending on 
real estate. 

Total bank credit although reduced in amount this 
year has been a contributory factor in supporting in- 
flation. Rising prices are symptomatic of an increase in 
the money supply or money velocity in relation to the 
amount of goods sold. With such a large money supply 
variability of effective supply may develop through 
changes in velocity and exert the same effect on prices 
as changes in supply. Contractions in bank loans 
currently have considerably less effect upon the reduc- 
tion of the volume of money than such a contraction 
would have had in earlier inflationary periods when 
loans were a larger part of the total supply. The supply 
of money will undoubtedly remain high in relation to 
bank loans for an indefinite period because the largest 
sources of the increases have been the result of gold 
inflows from abroad and the large Federal debt. 
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NEW ENGLAND SHOE INDUSTRY 
EXPECTED TO HOLD STEADY IN 1949° 


... but cannot be expected to provide expanding number 
of job opportunities in years ahead 


THE decline in United States civilian shoe consumption 
from an estimated 510,000,000 pairs in 1946 to 420,000,- 
(00 pairs in 1947 led to gloomy predictions for the future 
of the shoe industry. Some even heralded the drop as 
the beginning of the long-awaited and often predicted 
postwar recession. But the recession did not come. And 
shoe consumption has recovered somewhat; it is esti- 
mated at 440,000,000 pairs for 1948. 

Should the New England shoe industry regard its 
future with confidence or foreboding? Is shoe produc- 
tion likely to contribute to the dynamic growth of the 
New England regional economy and particularly to the 
growth of its shoe-producing centers? 

In the first article on this subject it was pointed out 
that in 1947 New England’s share of national shoe 
output dropped to a new low of 31 per cent from its 
preceding 22-year average of 34 per cent. There are 
strong indications that New England’s share will re- 
main at about the 1947 level for the next few years. 
There are certain remedial measures that shoe produc- 
ers in this area may take to improve their relative 
positions; but if New England’s share of the total shoe 
market does not regain its former level, or if it should 
decline further, then the growth in the nation’s market 
for shoes becomes increasingly important as a determi- 
nant of the future rise or fall of the regional industry. 
What is the outlook for growth in the nation’s shoe 
consumption? 


Consumers’ purchases of shoes, as of any other 
product, depend on the existence of people with pur- 
chasing power who are willing to spend their money for 
the product. Chart 1 shows how total civilian shoe con- 
sumption has risen with population since 1880. While 
the trends in the two series are similar, shoe consump- 
tion (measured by the purchases of new shoes) is erratic 
in its relationship to population. Per capita consump- 
tion has varied in recent years from a low of 2.53 pairs 
in 1931 to a high of 3.69 pairs in 1946; it fell to 2.95 
pairs in 1947. 

There are several factors in addition to population 
changes which are responsible for the year-to-year 
fluctuations in shoe consumption. Of principal impor- 
tance are fluctuations in total personal expenditures by 
consumers (a measure of purchasing power and general 
willingness to spend) and fluctuations in shoe prices. 
Personal consumption expenditures for shoes and other 


*This is the second of two articles on the outlook for the New England shoe 
industry. The first appeared in the Monthly Review for November 1948. 
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footwear fluctuate very closely with total personal con- 
sumption expenditures.’ Chart 2 shows the movements 
of the two series since 1929. Expenditures for shoes have 
varied in recent years from 2.13 per cent of total con- 
sumption expenditures in 1929 to 1.76 per cent in 1940. 
Since 1940 the percentage has remained within the 
narrow range of 1.81 to 1.92 per cent, except for 2.05 
per cent in 1942, which was the first full year of Ameri- 
can involvement in World War II and in which shoe 
consumption was subject to several unusual forces. 
Prices of shoes have generally played a largely passive 
role, and per capita shoe consumption has followed total 
personal consumption expenditures closely. During 
certain periods, however, price changes appear to have 
been of major importance (see Chart 3). A sharp de- 
cline in prices from 1930 to 1932 was accompanied by 
an upturn in per capita shoe consumption after 1931, 
even though total consumption expenditures did not 
revive until after 1933. Higher price levels during the 
war years apparently contributed to the influence of 
shoe rationing in holding down the increases in per 
capital civilian shoe consumption, despite rapid in- 
creases in total personal consumption expenditures. 
The postwar years are of special significance in this 
analysis. In 1946 both prices and total consumption 
expenditures rose sharply. The depressing influence of 
the price rise on consumption was smothered by the 
combined influence of consumers’ increased disposition 
to spend, the end of wartime controls on shoe produc- 
tion and distribution, and some spurt in effective de- 


1\Owing to the variation in savings, the relationship between expenditures on 
shoes and total disposable personal income has not been so close, particularly 


from 1941 through 1945. 
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mand as a result of military demobilization. Per capita 
shoe consumption reached a new peak. 

In 1947, however, further large price increases and 
the lessening urgency to buy shoes as deferred demand 
was met evidently far more than compensated for the 
further rise in total consumer spending. There was a 
drastic slump in per capita shoe consumption and total 
shoe consumption as well. The decline was small in the 
staple lines of dress and work shoes; it was very large in 
the specialty lines of sandals, playshoes, slippers, and 
athletic shoes. 

The 1947 break in consumption was a source of appre- 
hension for all shoe manufacturers, but particularly for 
those located in New England, who were receiving a 
smaller share of a smaller market. Production was cut 
back sharply, and there was a small drop in average 
employment. Nevertheless, the price increases resulted 
in a further rise in consumer expenditures for new shoes 
and other footwear from $2.8 billion in 1946 to $3.0 billion 
in 1947. Most shoe producers were not seriously hurt. 

The continuation of boom conditions in practically 
all other lines of economic activity and some revival in 
per capita demand for shoes late in 1947 prompted shoe 
producers to conclude that the crisis had passed. They 
expanded their output again. Total production includ- 
ing government and export orders for the first half of 
1948 reached 238,000,000 pairs, 8,000,000 more than 
were turned out during the comparable period of 1947. 
When consumption did not keep up with production, 
many producers found themselves and their retail out- 
lets laden with excessive inventories and curtailed op- 
erations. The excess over last year’s production declined 
to about 3,300,000 pairs for the first ten months of 1948 
as accumulated stocks were being moved. 

Consumer resistance to high prices seems to have 
been one principal factor in the lower per capita shoe 
consumption of 1947 and 1948. The growing postwar 
output of consumers’ durable goods also affected the 
competitive position of the shoe industry. Despite high 
dollar sales, it has become evident that industry action 
is necessary to attract the reluctant consumer. Such 
action has begun on three fronts. 

(1) Several leading manufacturers have announced 
small reductions in wholesale prices. Those reductions 
almost inevitably will be met by other producers, even 
though total production costs have declined only 
slightly, if at all. While hide prices are off from their 
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early 1948 peaks, continued increases in wage rates and 
other costs have offset the effects of cheaper raw ma- 
terials. The actual price cuts announced to date are 
more significant as indications of probable future re- 
ductions than they are as influences on average shoe 
prices. 

(2) There has been a pronounced shift in emphasis 
by consumers, and consequently by retailers and manu- 
facturers, from high-priced to medium- and low-priced 
shoes. For the next few months price down-grading by 
consumers will probably be more effective in lowering 
average shoe prices than the price cuts on current lines. 

(3) Shoe manufacturers and retailers are initiating 
an extensive promotional campaign to educate con- 
sumers to the desirability of owning a complete shoe 
wardrobe. 


Because the shoe industry is aware of its problems 
and because income and employment continue at high 
levels, the end of 1948 should find the industry in good 
shape to face the coming year. Inventories will prob- 
ably not be so large as they were a year ago. Prices 
should average lower. The current high level of economic 
activity is expected hy many observers to continue 
through most or all of 1949. Under these conditions it is 
possible that civilian shoe consumption next year will 
be higher than in any year except 1946. 

If, for example, factory shoe prices in 1949 should 
average about $3.50 per pair and if the level of total 
personal consumption expenditures should reach 
$180,000,000,000, it would be reasonable to expect shoe 
consumption statistics to approximate the following 
figures: 


Total shoe consumption............ 
Per capita shoe consumption 


500,000,000 pairs 
3.4 pairs 
$3,400,000,000 


Consumption expenditures on footwear 


While these figures should not be interpreted as specific 
forecasts, they do suggest that so long as the level of 
general economic activity remains high — and if shoe 
prices remain stable or fall — per capita shoe consump- 
tion will rise from approximately 3.0 pairs in 1948, and 
consequently production will be maintained at high 
levels. 

This general analysis is based upon certain assump- 
tions about the continuation of current market forces. 
It has been assumed that the civilian population will 
increase slightly in 1949, that there will be no sharp 
changes in style trends or trends of consumer preference, 
and that there will be no marked changes in the wearing 
qualities of shoes. Moreover, we assume that there will 
be no important change in the present almost negligible 
American imports and exports of shoes. These assump- 
tions seem reasonable for the short period under con- 
sideration to provide rough estimates of the situation 
that may be anticipated in 1949. a 

Changes in the state of general business conditions 
after 1949 will be the all-important factor in shoe con- 
sumption after next year, through their effects on pro- 
duction costs, prices, and consumption expenditures. 
While any specific forecast that far in the future would 
be unwise, there are good reasons to expect that the 
trends of both shoe production and consumption will 
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continue to rise. The civilian consumption trend for the 
next five years or so might be expected to average about 
470,000,000 pairs of shoes. Production may exceed this 
amount slightly, with large excesses if greater military 
procurement becomes necessary. 

The expected trends are only slightly higher than 
the corresponding wartime levels. The shoe industry 
cannot expect the rate of increase in total shoe con- 
sumption to equal the rise from 1931 to 1946, for the 
beginning of that period was unusually depressed and 
the end was unusually stimulated. A more realistic 
long-term objective must be established. 

Since current industry capacity is well over 600,000,- 
000 pairs of shoes annually, it is clear that anticipated 
normal demand will not reach capacity for many years. 
Seasonality of production has been a major factor in 
creating the surplus capacity. Any action which in- 
dividual firms or the industry as a whole can take to 
reduce seasonality will strengthen them, benefit their 
employees, and make adjustment to unfavorable 
economic conditions less painful. The stability of pro- 
duction during 1946 and 1947 of those New England 
shoe manufacturers who produced for stock suggests 
that it is quite possible to smooth out the seasonal 
fluctuations in production for many classes of output.” 

Despite its still rising production and sales trends, the 
American shoe industry has provided relatively stable 
employment opportunities since 1919. At the employ- 
ment peak of 225,000 production workers in 923, 
351,000,000 pairs of shoes were produced. By 1939 only 
218,000 wage earners were required to turn out 424,- 
000,000 pairs of shoes. Even the expanded output after 
1940 has not required appreciably more employees. For 


2 See Monthly Review, November 1948. 
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each of the last three years the number of production 
workers in the shoe industry has averaged close to 
220,000. 

Technological improvements, which have produced 
stability in employment despite rising output, continue 
to be made. There is a great likelihood that further 
improvements in machinery and methods will result in 
additional productivity advances which will outstrip 
the expansion in output; i.e., the level of employment 
in the industry may be expected to decline gradually. 
This trend may become evident within the next ten 
years. 


Veuw England's Prospects 


How does this situation affect New England? Assum- 
ing that the region continues to produce 31 per cent of 
the national output, manufacturers in this region will 
probably turn out about 155,000,000 pairs of shoes in 
1949. This figure, while less than production in 1941, 
1942, 1945, and 1946, is higher than output in 1947 and 
1948. 

Total employment in New England shoe factories 
dropped from 86,000 in 1939 to 84,000 in 1946, despite 
the 25 per cent larger output. It is not likely to regain 
its 1939 level. Shoe-factory employment in New Eng- 
land passed its peak in 1919, when 114,000 persons were 
employed. The industry, while one of the largest in the 
area, has not been a vital factor in the recent expansion 
of the New England economy. The same has been true 
of certain other parts of the country, such as New York, 
and it will probably become increasingly true of most 
if not all states in which the industry has long been 
established. 

Continued expansion of the New England economy 
requires greater participation of the region in the growth 
of new industries and in industries formerly concen- 
trated elsewhere. The trend toward diversification of 
industry in this area has become more pronounced since 
1940, and it is a healthy development. “Shoe towns” 
such as Lynn and Salem have moved away from pri- 
mary dependence on shoes; Haverhill and Brockton 
have recognized the need for diversifying their industrial 
patterns. Forward planning is desirable in those areas 
which will require greater industrial growth than the 
shoe industry will be able to provide. 

While shoes will continue indefinitely to be a leading 
product of New England, the low rate of increase in 
consumption, the advances in technology, and a pos- 
sible further decline in this region’s share of national 
output will probably prevent the industry from pro- 
viding employment for a constant proportion of the 
region’s growing population. 
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